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Introduction
The recent financial and economic crisis led to high and persistent unemployment rates in all European labour markets. The initial impact of this economic shock on European labour markets was very strong: Between 2008 and 2010, four million persons lost their jobs within the European Monetary Union (ECB, 2012) . Furthermore, evidence from aggregate data suggests that specific worker groups were particularly strongly hit by the crisis, namely men and young persons. In addition, the type of employment contract seems to have had an important influence on the labour market effects of the economic crisis, which becomes particularly evident when comparing France, a country with very few fixed-term contracts, with Spain, where the opposite is the case. As a consequence, unemployment rose much more strongly in Spain than in France (Bentolila et al., 2012) .
The relative importance of inflows into and outflows from unemployment for the cyclicality of unemployment has attracted a great deal of attention in the analysis of labour market dynamics (Shimer, 2012) . Recent articles have mainly found a relatively equal contribution of inflows and outflows to the unemployment stock (Elsby et al., 2009; Fujita and Ramey, 2009 ). Yet, these studies have generally focussed on the US labour market and relied on aggregate data, thus neglecting potential composition effects, i.e. differences in the socio-demographic structure of the employed and unemployed. However, especially when including several countries into the analysis, it is important to control for composition effects.
In this study, we perform a micro-data based analysis of the labour market transitions in a large number of European countries, and investigate how these transitions have been affected by the recent financial and economic crisis during its early phase (2008) (2009) (2010) . In doing so, we contribute to the literature in several ways. First, we give a general overview of the effects of the Great Recession on labour market dynamics in Europe, and provide evidence on heterogeneous effects based on individual-level data. Second, we show the importance of temporary and permanent contracts for labour market dynamics during the recession in a large number of European countries -previous studies focused on comparisons of a very limited number of countries. Third, our analysis of labour market transitions yields insights into the relative importance of the driving forces of increased unemployment during the Great Recession. Finally, given that the EU-SILC data are internationally comparable, we are able to provide evidence on cross-country differences in labour market reactions to the crisis in Europe.
The paper is structured as follows. The next section briefly reviews the relevant literature. Section 3 presents the micro data set used as well as our empirical strategy. Section 4 contains the empirical evidence. The final section summarizes our main results and concludes.
Related literature
The aggregate effects of the Great Recession are clearly established, particularly the effect on job loss and unemployment, as mentioned in the introduction (e.g. ECB, 2012) . In the following, we briefly summarise previous findings on heterogeneous effects (age, gender and contract types), especially with respect to labour market transitions.
The situation of young workers has attracted special attention, as it has become apparent that young workers have suffered disproportionately during the recession (Bell and Blanchflower, 2011) . This is particularly worrying against the background of evidence on past recessions which demonstrates a substantial and long-lived negative influence of labour market entry in a recession on wages and employment outcomes. This is, for example, shown by von Wachter and Bender (2008) in their analysis of the labour market history of German workers, and for West Germany as a whole by . The latter authors find that labour market entrants earning less than the average starting wage are more likely to change their job as well as their occupation. Moreover, although job mobility tends to reduce the effects of labour market entry conditions, implying that job mobility operates as an adjustment mechanism that mitigates entry wage differentials, this process tends to take quite a long time. Finally, they show that these results hold not only for high-skilled, but also for medium-skilled and unskilled workers. Similar results are shown by Kahn (2010) for the US where wages decrease by 6% with a 1% increase in the unemployment rate at graduation. Moreover, this effect persists for up to 15 years after graduation. Using Canadian data, Oreopoulos et al. (2012) show that the unemployment rate at year of graduation has negative effects on graduate earnings that last up to 10 years.
Labour market mobility generally differs between men and women; hence one can expect heterogeneous effects of the crisis in this respect, too. For example, using panel data from six European countries, Theodossiou and Zangelidis (2009) find that low-educated women are more likely to exit to non-employment than high-educated women and men of all education levels. With respect to the business cycle, less-educated males display a pro-cyclical response of jobto-non-employment transitions, less-educated females a counter-cyclical response. This means that, judging from previous recessions, one should expect a decrease of transitions to nonemployment for less-educated men, and an increase for less-educated women. For the recent recession, Verick (2009) finds that in OECD countries, young men were hit hardest, which is also due to men working in heavily impacted sectors such as construction.
Concerning contract types, there is some evidence for selected countries that the prevalence of temporary contracts had an important influence for labour markets during the crisis. This issue has been made obvious by a comparison of the performance of the French and Spanish labour markets (Bentolila et al., 2012) . Before the recession, temporary employment grew strongly in Spain, which led to a strong growth in overall employment, while the French labour market was relatively stagnant. In the recession, Bentolila et al. (2012) argue, temporary employment in Spain collapsed, which resulted in a large reduction in overall employment and a correspondingly large increase in unemployment. Therefore, the situation before the crisis with respect to temporary contracts played an important role for the reaction of the labour market during the crisis.
The degree to which inflows and outflows determine unemployment has been strongly debated in the literature. This has typically been addressed by the analysis of aggregate time series of labour market transitions, especially for the US labour market. In this context, early studies such as Darby et al. (1986) found inflows into unemployment to be the decisive factor, later studies found a more important role for outflows (Hall, 2005; Shimer, 2012) . By now, a consensus seems to have been reached that the role of inflows into and outflows from unemployment is relatively evenly split (Elsby et al., 2009; Yashiv, 2008; Fujita and Ramey, 2009 ). However, there are important differences between countries in this respect: Petrongolo and Pissarides (2008) compare France, Spain, and the UK, and find that Spain and the UK, both inflows and outflows play an important role, whereas the outflow rate is the predominant factor in France. Elsby et al. (2013) argue that in Continental Europe, such a decomposition exercise should take into account that unemployment in these countries often deviates from its steady-state value. Examining a sample of 14 OECD countries, they find that outflows play a much more important role for unemployment variation than inflows in Anglo-Saxon countries; whereas for Continental European and Nordic countries, their relative importance is roughly equal. Furthermore, they find that increases in unemployment inflows precede a higher unemployment stock, whereas outflows lag behind increases in unemployment.
Micro Data and Empirical Strategy
Our empirical analysis is mainly based on the European Union Statistics on Income and Living Conditions (EU-SILC), which provide representative and internationally comparable data on employment, income, poverty and living conditions for all EU Member States 5 as well as for the two EFTA (European Free Trade Association) countries Norway and Iceland. The data, which are collected at a yearly frequency, are delivered to and processed by Eurostat with the aim to harmonize the information and to ensure comparability across countries.
In order to be able to identify labour market transitions at an individual level, we use the longitudinal files of EU-SILC. The data sets consist of a four-year rotational panel, except for France (9-year panel), Norway (8-year panel) and Luxembourg (yearly panel), (Iacovou et al. 2012 ). This means that each person selected into the sample is interviewed for four years, and each subsequent year one quarter of all respondents is replaced by new respondents. This structure enables us to follow individuals up to a maximum of four consecutive years.
For a given year, the respective longitudinal file available from Eurostat only contains those respondents that were interviewed both in the respective survey year and in the preceding year. In order to construct a data set with as many observations as possible, we combine the longitudinal files for 2005 to 2010. That is, the different longitudinal data sets are merged together, resulting in a data set that covers the time period from 2004 to 2010. We follow Engel and Schaffner (2012) in order to adjust the weighting scheme of the micro data accordingly. As a consequence, our weighted sample is representative for the population of the countries under consideration. For the majority of countries, EU-SILC data are available for the whole time period covering the years 2004 to 2010. For a subset of countries, the survey was first conducted in 2005 (Cyprus, Czech Republic, Hungary, Lithuania, Poland, Slovenia, Slovakia and the United Kingdom) and thus data on 2004 are not available. For another group of countries, including Bulgaria and Malta, the years 2004 and 2005 are not covered as the survey started in 2006. In addition, no data are available for Ireland in 2010. EU-SILC data for Germany only cover the years 2005 and 2006, for Romania only the years from 2007. We therefore exclude these two countries from the regression analysis. However, we fill this gap in the data using micro data from the European Union Labour Force Survey (EU-LFS) in order to compute descriptive statistics for these two countries.
In order to construct labour market transitions, we combine the information on the economic status of an individual in a given year with the information on the labour market status in the preceding year; this allows computing yearly transitions between those states. In addition, the data set includes information on the type of contract held at the time of the interview, which allows us to identify transitions between employment with a permanent or temporary contract and other labour market states.
Our empirical analysis focuses on labour market transitions from the origin states employment and unemployment. We therefore estimate multinomial logit models for these two labour market states. The destination states considered are (dependent) employment (in a further step, we also differentiate between temporary and permanent employment), self-employment, unemployment, education, and inactivity. Generally, with j labour market states, the predicted probability from the multinomial logit model can be written as
where y is one of the j labour market states, b is the base category, and X is a vector of explanatory variables. When we take being employed (E) as the base category, the predicted probability of being unemployed (U) is:
The vector of explanatory variables includes individual characteristics, namely gender, age (dummy variables for belonging to the age groups 15-24, 25-34, 35-54 and 55-64) , marital status, level of education (dummy variables for low, medium and high levels of education), full-time or part-time work (only for origin state employment), and occupation dummies (only for transitions out of employment). We also include the following household characteristics: Number of children (younger than 5 years, between 5 and 14 years), number of persons aged 15-64, number of persons older than 65 in the household, as well as the presence of a partner in the household, and the labour market status of the partner. The regressions also include country fixed effects in order to control for region-specific factors that are constant over time.
As the main focus of the analysis is on the impact of the financial and economic crisis on labour market dynamics, the vector of explanatory variables also includes an indicator variable for the economic crisis. This variable takes the value of 0 for the pre-crisis period and 1 for the crisis period, which started either in 2008 or 2009 in the respective countries. In doing so, we take into account the interview date of each individual (available on a quarterly basis) and the timing of the crisis in each country. As for the latter, we use quarterly GDP data from the OECD and define a recession as at least two consecutive quarters of negative GDP growth. Note that our indicator captures the overall effect of the recessionary period on labour market dynamics. Interacting the crisis indicator with demographic characteristics (gender, age, level of education) allows investigating how the impact of the crisis varies over demographic groups.
Empirical evidence

Labour market transitions and worker heterogeneity
In the years before the crisis, the overall unemployment rate of our country sample displayed a downward trend and amounted to 9.6 per cent in 2008 (see Figure 1 ). With the onset of the crisis, the unemployment rate increased to 12.1 per cent in 2009 and 13 per cent in 2010. It also becomes apparent that the crisis marks a turning point in the development of the unemployment rates of men and women. Before the crisis, women had higher unemployment rates than men but this gender difference declined strongly in 2008. After the beginning of the crisis, the unemployment rate of men increased much more than that of women (13.8 per cent versus 12.2 per cent in 2010).
The crisis also had heterogeneous effects with respect to age groups. The unemployment rate of young workers (15-24 years), is generally higher than the unemployment rates of other age groups, but it increased particularly strongly during the crisis, reaching 28.6 per cent for our country sample in 2010 ( Figure 1 ). The unemployment rate of the 25-34 and 55-65 year-olds is very close to the average unemployment rate over the time period considered In contrast, the prime-age group (35-54 years) displays consistently lower unemployment than the average unemployment rate, but follows the same trend.
Figure 1 Unemployment rates by gender and age groups
Source: EU-SILC, own calculations.
We first analyse which transitions changed most strongly as the European economies went into recession. In order to do so, we compute Markov transition matrices between labour market states for the time periods before and during the crisis (Table 1) . 6 This shows that before, 91.9 per cent of those employed in a given year were still employed in the following year; however, this rate drops to 90.8 per cent during the crisis. As the transitions from employment to other labour market states remain largely unchanged, this drop is mainly due to an increase of the transition rate from employment-to-unemployment transition rate of 1 percentage point.
As for transitions from unemployment, we observe a decrease of the yearly transition rate from 27.6 per cent to 24.9 per cent, and a corresponding increase of the rate at which the unemployed remained in this labour market state of 1.1 per cent. Furthermore, we observe increases in the transition rates to education and to inactivity. The transition rates from the other labour market states mostly change to a smaller extent. Most notably, the transition rate form self-employment to employment decreases from 6.6 per cent to 5.8 per cent, the transition rate from education to employment declines from 15.3 per cent to 13.5 per cent, and the transition rate from inactivity to employment falls from 5.0 per cent to 4.5 per cent. While these transition rates are clearly crucial for the evolution of employment, they are not directly linked to the evolution of the unemployment rate, our focus of analysis. In the following, we therefore concentrate on transitions emanating from employment and from unemployment. In order to find out whether the changes in transition rates between the pre-crisis and the crisis periods are statistically significant, we run the multinomial regression models described in Section 3. In doing so, we focus on the states of origin employment and unemployment. Table 2 presents our baseline regression results for the transitions out of employment. Our first main finding in this context is that during the crisis, employment stability decreased significantly and sizably -by 1.1 percentage points -and flows from employment to unemployment increased significantly by 1.3 percentage points. For other transition destinations -besides employment and unemployment -the coefficient of the crisis indicator is insignificant, i.e. the crisis apparently did not have strong effects on these other transitions.
Besides this overall picture on the changes during the economic crisis, our regression results indicate important heterogeneities between demographic groups. With respect to gender, the results for the pre-crisis period show that men are 1.5 percentage points more likely to remain employed than women, and they are less likely to become unemployed (0.5 percentage points - Table 3 ). However, this picture eroded during the economic crisis, as employment stability of men was affected more by the crisis than that of women. In particular, men were nearly 1 percentage point less likely to stay in employment during the crisis than women. In a similar vein, employment-to-unemployment flows increased for men by nearly 1 percentage point more than for women during the crisis. Turning to different age groups, we find that before the crisis, the chances of remaining in employment were highest for those aged 35-54 and lowest for those aged 55-65 (Table 4 ). The transition rate from employment to unemployment is higher for the youngest cohort than for those aged 35-54 (the reference group). The coefficients on the interaction terms with the crisis indicator suggest that the youngest cohort has been hit particularly strongly by the economic crisis: The employment-to-unemployment transition rate increases by 0.5 percentage points more for those aged 15-24 than the transition rate of the reference group.
With respect to skill groups, our regression results show that before the crisis, high-skilled workers find it easier to remain in employment and have a lower transition rate into unemployment than the reference group "medium-skilled" (Table 5 ). During the economic crisis, employment stability is reduced by 1 percentage point for medium-skilled workers, the reference group. Our regression results do not suggest any differences by skill groups in this context, i.e. the reduction of employment stability is equally pronounced. A similar picture becomes apparent for flows from employment to unemployment: The crisis increases the corresponding transition rates, but we do not observe any differences by skill level. Likewise, flows from employment to inactivity are not impacted by the crisis in a significant way. 
Table 5
Yearly transitions from employment to different labour market states, heterogeneous effects of the crisis by skill groups E U Low skilled (ISCED 0-2) -0.0174*** 0.0097*** (0.0026) (0.0016) Medium skilled Reference category Reference category High skilled (ISCED 5) 0.0106*** -0.0047*** (0.0023) (0.001) Crisis indicator -0.0113*** 0.0118*** (0.0027) (0.0014) Crisis*Low skilled 0,0017 0,0010 (0.0027) (0.0034) Crisis*High skilled -0,0023 0,0015 (0 We now turn to an analysis of the transitions out of unemployment. Table 6 shows the general effect of the crisis: The transition rate from unemployment to employment decreases by about 4 percentage points, which is statistically significant at the 5% level. This is in line with previous empirical studies as that of the ECB (2012). Somewhat surprisingly, the econometric analysis does not suggest higher persistence of unemployment since the coefficient for staying unemployed of the crisis indicator is not statistically significant. This also applies to the other destination states. This is a first indication that the main factor behind increasing unemployment rates in the early phase of the financial and economic crisis were increased inflow rates into unemployment, in particular increased flows from employment to unemployment, rather than reduced outflow rates from unemployment. We now look at heterogeneities of the crisis impact on transitions out of unemployment by gender, age, and skill group. Before the crisis, men had a 6 percentage point higher transition rate from unemployment to employment (Table 7) . During the recession, men are 3.5 percentage points less likely to make a transition to employment than women. Therefore, while transitions from unemployment to employment did not play an important role in the aggregate, they do explain to some extent why unemployment rose more strongly during the crisis for men than for women. As for differences between age groups, we see a clear pattern of higher unemployment-toemployment transitions for younger ages before the crisis (Table 8 ). Those aged between 15 and 24 (between 25 and 34) on average had an 11 percentage points (8.3 percentage points) higher chance of becoming employed compared to the prime age group of those aged 35 to 54. In contrast, near-retirement ages have an 18.7 percentage points lower transition rate into employment. Considering the impact of the crisis, we only detect a significantly stronger negative impact for the 25-34 year-olds compared to the prime-age group. Therefore, the negative impact on young workers, which has been much discussed, does not seem to be driven by the evolution of the transition rate from unemployment to employment. As for skill groups, we observe that prior to the crisis, low-skilled workers display a 7.5 percentage points lower transition rate from unemployment to employment, and high-skilled workers a 7.7 percentage points higher rate than medium-skilled persons (see Table 9 ). During the crisis, the high-skilled experience a higher chance of remaining in unemployment than the medium-skilled, indicating a more persistent unemployment for this worker group. 
4.2
The role of contract type for labour market transitions
As discussed in Section 2, the type of contract a worker holds plays an important role for labour market dynamics. Given our large sample of European countries, we can provide a broader perspective and thereby add to the selected results of Bentolila et al. (2012) . We therefore split aggregate employment into permanent and temporary employment, and compute the corresponding Markov transition matrix for the time periods before and during the crisis ( For Europe as a whole, this yields evidence that employment stability declined more strongly for those workers holding a temporary contract than for those with a permanent contract. While the rate at which workers remained employed (either permanent or temporary) from one year to the next declined from 93.3 to 92.3 per cent for permanent workers, it decreased from 82 to 78.2 per cent for temporary workers.
Furthermore, during the recession, the transition rate from temporary employment to unemployment increased by more than that of permanent employment to unemployment. Compared to the pre-crisis period, during the crisis the transition rate to unemployment increased by 4.1 percentage points for temporary workers, and by 1.3 percentage points for permanent workers. Finally, during the crisis the transitions from temporary employment to permanent employment declined strongly, i.e. temporary employment was much less of a stepping stone to permanent employment during the crisis than during the pre-crisis period.
These findings are generally confirmed by the econometric evidence, which reveals a significant increase in the transition rate from permanent employment to unemployment of 1.02 per cent, and an also significant but quantitatively much more important increase in the transition rate from temporary employment to unemployment of 4.85 per cent (Table 11 ). The regression results also show that, when controlling for composition effects, employment stability did not decline significantly for permanent employment during the recession, but did so for temporary employment (by 4.41 per cent). The regression results also point to strong gender differences with respect to the contract type of employment. For instance, men are 0.5 percentage points less likely to remain in permanent employment than women during the crisis; for the latter, the crisis has no significant impact. Furthermore, the crisis increases flows from permanent employment to unemployment especially for men, since their rate of becoming unemployed out of permanent employment increases by 0.6 percentage points more than for women (Table 12 ). However, this picture changes when we focus on temporary employment as state of origin. The transition rate from temporary employment to unemployment increases by 4.2 percentage points more for men than for women (see Table 13 ). This means that the strong effect of the crisis on men is to a large extent triggered by the upsurge in transitions from temporary employment to unemployment. As for heterogeneous effects for age groups, we observe only few statistically significant different impacts of the crisis by age (Table 12 ). On the one hand, the crisis decreases the rate at which workers remain in permanent employment by 1 percentage point for the youngest age group, signaling a substantial reduction in permanent job stability. On the other hand, the oldest age group is marginally less likely (by 0.3 percentage points) to become unemployed out of permanent employment during the crisis than the reference group. However, this picture changes if we look at temporary employment as state of origin. In general, the older age cohorts are by 5 percentage points less likely to remain in temporary employment than the middle-aged group. Furthermore, in the crisis the temporary-employment-to-unemployment transition rate for 15-24 year-olds was nearly 3 percentage points higher than the transition rate of the 35-54 year-olds (Table 13) . We observe a similar pattern for skill groups, i.e. there are no major changes for transitions out of permanent employment during the crisis (Table 14) . The crisis does not negatively affect the rate at which the low-skilled remain in permanent employment, but does so for the mediumskilled workers. However, for temporary employment as state of origin shows that the transition probabilities of the high-skilled workers were affected most by the crisis (Table 15 ). Flows from temporary employment to unemployment increase by up to 2.8 percentage points more for highskilled than for medium skilled workers. Turning to labour market flows out of unemployment, the descriptive statistics reveal that the transition rate from unemployment to permanent employment declined by 2.7 percentage points, the transition rate to temporary employment by 1.5 percentage points (Table 10) . Interestingly, the regression results reveal that while the decrease of the transition rate from unemployment to permanent is significant, the decline in the transition rate from unemployment to permanent employment is not (Table 10) . Therefore, temporary employment, although less stable during the crisis, preserved its job-creating role even in the time of the economic crisis and thus can potentially deal as one important instrument in order to re-build European labour markets. Looking at heterogeneous effects, the more pronounced effect of the crisis on men, which was shown above for transitions emanating from employment, also holds for transitions from unemployment to temporary employment, as Table 16 shows. The rate at which unemployed men find a temporary job drops by 1.8 percentage points for men; for women, this rate remains constant during the crisis.
Furthermore, for the different age groups, we do not discover any heterogeneous effects when disaggregating the flows from unemployment into temporary and permanent employment (Table 17). Finally, Table 18 suggests that highly skilled persons have been affected more by the economic crisis in one respect: Their transition rates into permanent employment decrease by 2.1 percentage points more than that of the medium-skilled group. 
4.3
Inflows vs. outflows and cross-country differences
The previous descriptive and econometric evidence shows that the worker flows between employment and unemployment strongly changed during the crisis, while other labour market transitions were affected to a much smaller extent. Hence, the increase of the aggregate unemployment rate during the crisis was mainly driven by transitions from employment to unemployment and vice versa. Therefore, in the final step of the analysis, we compare the change in inflows into and outflows from unemployment for the European countries in order to shed light on countries' adjustment patterns to the crisis. In doing so, we use the descriptive evidence directly computed from EU-SILC and EU-LFS, which allows us to take into account the maximum number of countries (see Section 2).
When looking at absolute differences in the flow rates, it becomes apparent that the flow rate from unemployment to employment changed more strongly than the flow rate in the opposite direction ( Figure 2) . However, given that the employment and unemployment stocks are of very different size, the growth rates of the flow rates are the more relevant concept if one is ultimately interested in the effect of unemployment inflows and outflows on the stock of unemployment.
Figure 2 Flow rates between employment and unemployment: Absolute difference between precrisis and crisis period by country
Source: EU-LFS and EU-SILC, own calculations.
Depicting the change in the two flow rates between unemployment and employment reveals that the increase in the inflow rate into unemployment was much stronger than the decrease in the outflow rate (Figure 3 ). For the sample average, these growth rates amounted to 36 per cent and -9.6 per cent, respectively. 
Figure 3 Flow rates between employment and unemployment: Growth rates between pre-crisis and crisis period by country
Source: EU-LFS and EU-SILC, own calculations.
Furthermore, while the overwhelming majority of countries mirror this overall adjustment pattern, there was relatively strong heterogeneity in the degree countries reacted to the crisis. On the one side of the spectrum, there are those countries which were very strongly hit by the crisis, and which feature the highest increase in unemployment inflows. These countries include the Baltic States, Ireland, and Spain. On the opposite extreme, countries such as Germany and Poland did not experience a strong recession, and therefore the flow rates did not change by much.
Finally, we analyse the flow rates from permanent and temporary employment to unemployment. For Europe as a whole, Figure 4 shows that the increase in the transition rate from permanent to unemployment was actually higher (+65 per cent) than the increase in the transition rate from temporary employment to unemployment (+42 per cent). This aggregate figure hides strong country heterogeneity. On the one side of the spectrum are countries which experienced a strong increase in the transition rate from permanent employment to unemployment. These countries include the Baltic States and Ireland, which were strongly hit by the crisis and at the same time are characterised by relatively low employment protection.
On the other hand, there are countries which hardly experience any increase in the transition rate from permanent employment to unemployment, but a strong increase in the transition rate from temporary employment to unemployment. Examples are Austria, Cyprus and Sweden. Interestingly, Spain -which is often cited as the prime example of a dual labour market -only features a slightly higher increase in the transition rate from temporary employment to unem- Although the difference between permanent and temporary contracts was not that large in Spain, the large prevalence of temporary contracts nevertheless implied a very strong increase in the transitions from employment to unemployment, which is in line with evidence presented by Eichhorst et al. (2010b) and Bentolila et al. (2012) .
Figure 4
Flow rates from permanent/temporary employment to unemployment: Growth rates between pre-crisis and crisis period by country Source: EU-LFS and EU-SILC, own calculations.
Summary and conclusions
Using the individual-level EU-SILC data set, we examine the labour market transitions in Europe and the effects of the recent financial and economic crisis in this context, highlighting differences between socio-demographic groups and employment types. Our main findings can be summarized as follows. First, the crisis in its early phase (2008) (2009) (2010) predominantly affected transitions from employment to unemployment and vice versa. The other labour market transitions remained virtually unchanged. 8 It should however be pointed out that the transition rate from temporary to permanent employment is likely to be more strongly affected by the time aggregation bias which is imminent in our yearly data. Using monthly data would probably increase the difference between the two growth rates considered. Second, we reveal heterogeneities in the evolution of labour market transitions: The increase in the transition rate from employment to unemployment was particularly pronounced for young persons, the medium-skilled, and for men. The transition rate from unemployment to employment, on the other hand, fell more strongly for men than for women during the recession. Furthermore, our results indicate that unemployment became more persistent for the high-skilled during the crisis.
Third, temporary contracts played a prominent role for labour market dynamics during the recession in a number of European countries. In particular, transitions from temporary employment to unemployment increased more strongly during the crisis than transitions from permanent employment to unemployment. This finding holds true especially for men and high-skilled workers, suggesting that temporary contracts are the driving forces for the gender-and skill-related heterogeneities that we detect.
Finally, while inflows into unemployment increased more strongly during the crisis in the overwhelming majority of countries, one can observe important country heterogeneities. The latter can partly be explained by the depth of the crisis, and partly by institutional features. A detailed analysis of the underlying reasons is left for future research.
Our results have several important policy implications. Our finding of strong heterogeneous effects especially for young workers is particularly worrisome as the literature indicates that an unfavourable start of a person's labour market career usually has long-lasting, scarring effects (Kahn, 2010; Oreopoulos et al., 2012) . This calls for economic policy-making that targets young workers. In addition, while temporary employment dropped and its stepping-stone function into permanent employment dwindled, its role as a port of entry into the labour market from unemployment was still visible during the recession. Therefore, temporary employment can contribute to a recovery of overall employment in the aftermath of the crisis -an aspect that should be studied closely as the European labour markets recover from the recession. 28.8
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